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Methodology and research methods 
The main focus is on SMMEs and BEE, the information to be collected with regard to 
this research would be through publications, newspapers, journals and also through the 
web and case studies. Information obtained through works that have already been 
written by authors who have tackled this problem topic would also be cited. 
Emphasis will be focused on the BEE Score Card and how it is used to apply the 
necessary requirements in as much as providing guidelines through which SMMEs can 
use so as to be able to fulfill the necessary criterion so as to be termed as BEE 
compliant and furthermore look into the various elements on the score card that would 
be most beneficial to an enterprise with regard to the necessary turnover needed to 
meet the requirements. 
This type of research is known as non-experimental qualitative research because in this 
instance, the use of interviews and focus groups would be applicable but because there 
is no use of such methods a more in-depth look at views and reviews of other 
researchers who have been able to publish their works was used. Furthermore non-
experimental qualitative research is more text based and requires no statistical tests as 
the research at hand tends to do although still reliable and valid where the central 
question that the research wishes to prove is whether a hypothesis is true or false (in 
this case whether the policy does help SMMEs or it does not) (www.orau.gov, 2010). 
 Once the information is collected, it is analysed by ways of descriptive, exploratory and 
/ or analytical methods. Once the information is analysed, then the findings are 
communicated using means such as papers, descriptive, reflective and analytical 
narratives and also articles (Gerber, 2010). 
In this particular research, because not much information has been recorded in 
publications or articles with regard to the research topic being limited to Nelson Mandela 
Metropolitan, the research was widened to encompass the country as a whole with 
reference to literary works that have been published/unpublished, internet and other 
various sources looking at the information that is already available so as to be able to 
have concrete information with regard to the research topic/problem. 
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ABSTRACT 
Black Economic Empowerment is an ideology and policy that was effected so as to 
streamline the inequalities that were and have been left to stand after the apartheid era 
in South Africa. Despite the mixed reactions that would surface as a result of the 
underpinnings of the policy, the main focus of the policy was and still is to provide for 
equality and build better business among the economic minority who in this case are the 
“black” people of South Africa. This report focuses on the policy and the different 
guidelines that have been set in place to counter the inequalities in businesses and 
economy with focus being on SMMEs and looking at ways in which various sections, 
especially the score card, with regard to exemptions to small businesses, how this aids 
them in achieving BEE compliance. The research accomplished this by looking at the 
requirements of the score card, focusing mainly on the stipulations placed on SMMEs 
and by the use of literary reports gathered information that would show whether the 
exemptions give the said enterprises added competitive advantage. The research 
produced a couple of findings; that although theoretically the necessity of boosting 
economic growth and business of one of the most productive enterprise sectors in an 
economy and the fact that the score card has focused infinitely on the need for SMMEs 
not to be fully focused on a specific cluster of criterion in the score card but more on 
which criterion would work best for them and which ones are easy to maneuver around 
to ensure maximum growth and contribution, there is the loop hole that is experienced 
of how this criterion is met and passed with disregard to actualization of the need to 
adhere to the strictness of the rules of how compliance is attained. There was also the 
main issue of fronting which is the falsification of ownership of a company by providing 
misleading information about the directors and owners of the business. The main 
conclusions drawn from this research are that it is important not to lose the foresight 
that the policy is meant to enhance and grow the economic ability of a sector and build 
business through which the policy makes very heavy recommendations but there are 
shortfalls experienced with regard to how compliance is approached putting into 
consideration that SMMEs have been given exemptions in the number of pillars of the 
score card they can apply to their business. It is also important to note that the influence 
and bulldozing that is expected when it comes to dealing with policies of this nature is 
not to be sidelined. This research aims to look at the discrepancies that are set out 
within the structures that hold the policy together so as to attain maximum results.  
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CHAPTER 1 
THE SCOPE AND PURPOSE OF THIS STUDY 
 
1.1 Background and context of the study 
South Africa is a country that for a very long time was riddled with discrimination and 
racial tension. The economic turmoil that South Africa was hurled into by these acts 
against humanity, saw a country that had potential, dwindle under the arms of trial and 
hardships especially when the majority of the country was being discriminated against. 
This put the economic front very low on the global market with heavy sanctions being 
placed against the nation. More so these economic sanctions weighed heavier not only 
on the country but even more on those who were racially being discriminated against 
making it even harder for them to survive amid this already harsh times. 
In its preamble, THE BEE ACT OF 2003- 2004 sheds clearer light to reasons as to why 
BEE was set forth as an important policy that would change the economic future of this 
country. The preamble states that:  
 Under apartheid, race was used to control access to South Africa's productive 
resources and access to skills; 
  South Africa's economy still excludes the vast majority of its people from 
ownership of productive assets and the possession of advanced skills; 
  South Africa's economy performs below its potential because of the low level of 
income earned and generated by the majority of its people; 
 And unless further steps are taken to increase the effective participation of the 
majority of South Africans in the economy, the stability and prosperity of the 
economy in the future may be undermined to the detriment of all South Africans, 
irrespective of race; 
 
Through understanding of the preamble, the objectives of the Act are better understood 
which are to facilitate broad-based black economic empowerment by- 
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a) promoting economic transformation in order to enable meaningful participation 
of black people in the economy; 
b) achieving a substantial change in the racial composition of ownership and 
management structures and in the skilled occupations of existing and new 
enterprises; 
c)  increasing the extent to which communities, workers, cooperatives and other 
collective enterprises own and manage existing and new enterprises and 
increasing their access to economic activities, infrastructure and skills training; 
d)  increasing the extent to which black women own and manage existing and new 
enterprises, and increasing their access to economic activities, infrastructure 
and skills training; 
e)  promoting investment programmes that lead to broad-based and meaningful 
participation in the economy by black people in order to achieve sustainable 
development and general prosperity; 
f)  empowering rural and local communities by enabling access to economic 
activities, land, infrastructure, ownership and skills; and 
g)  promoting access to finance for black economic empowerment. 
 
Black Economic Empowerment was introduced as a means which wealth and 
contribution of this nation could be redistributed equally especially putting in mind the 
black race of this nation who were a majority and were segregated against. Thus being 
said it is also imperative to look at the areas in which BEE would have an effect. One 
such sector would be the sector of Small and Medium enterprises, where a large 
number of the semi skilled and un-skilled labour would be found. This is the informal 
sector where most are employed and a substantial wealth of the nation is to be found. In 
SMMEs professional skill among the casual labourers is not necessary thus 
employment in this sector is immense. 
THE NATIONAL SMALL BUSINESS ACT 1996 (c.2) defines a small business as “a 
separate and distinct business entity, including cooperative enterprises and non-
governmental organizations, managed by one owner or more which, including branches 
or subsidiaries, if any, is predominantly carried on in any sector or subsector of the 
economy mentioned in column 1 of the schedule and which can be classified as a 
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micro-, a very small, a small or medium enterprise by satisfying the criteria mentioned in 
columns 3, 4 and 5 opposite the smallest relevant size or class as mentioned in column 
2 of the Schedule;” (pp2). 
In the definition above, the National Small Business Act does not necessarily give a 
distinct measure of how one can define a Small Business and thus the BEE codes of 
good practice move one step further and define specifically what qualifies as a Small 
and Medium Enterprise. 
The BEE code of good practice (2007) rates business on a score card system. SMMEs 
are categorized under the Qualifying Small Enterprises (QSE’s) which have an annual 
turnover of between 5 million and 35 million, while enterprises with a turnover of 5 
million or less are categorized as Exempt Micro Enterprises (EMEs) which means that 
they do not have to produce a score card and deems them to be automatically level 4 
contributors, which means that any purchase from such enterprises can be claimed at 
100% (Maphosa, 2010). 
Furthermore the Government has singled out small enterprises as vital organs in the 
fight for job creation and economic growth with a contribution to the economy of 35% of 
the gross domestic product (GDP) and employing well over half the people who work in 
the private sector.  
In his State of the Nation address, President Thabo Mbeki emphasized that the 
development and support of small and medium business is a priority for government 
and that more financial resources should be committed to the development of this 
sector (Enterprise, 2003). 
With the passing of the BEE Act of 2003-2004, the government has shown the 
commitment and seriousness by providing people and resources to small business 
development (http://www.idrc.ca/en/ev.html). This shows that government has every 
desire to see BEE policy succeed at SME level. 
1.2 Research problem 
BEE was envisioned as the policy best to help this nation move forward from the 
inadequacies that apartheid had left behind, the equal distribution of economic 
contribution and economic wealth disparity between the whites and blacks of this nation. 
BEE as a policy in the democratic government that has been in the country for the past 
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sixteen (16) years has been met with applause and at the same time ridicule. Those 
that formed enterprises before democratic South Africa was formed are mainly whites 
and with the tabling of this policy, it somehow disadvantages them because BEE is 
mainly set forth to bring to the fore front the blacks who were discriminated against. 
Looking at the Small and Medium Enterprises, the BEE policy although it meant to span 
out through the economy as a whole, does not necessarily meet the requirements of 
many owners of SMMEs. This is because, BEE as a policy centers more on uplifting the 
economic standards of the black person first. 
This is why the BEE Act of 2003-2004 mainly emphasizes on black people, whether 
disabled or women, it is for the black person and does not provide any insight or touch 
on any provisions with regard to the enterprises that were already established by the 
white person before the abolition of apartheid or before the introduction of BEE as a 
policy unless his establishment is majority owned by blacks. This in itself puts major 
strain on those who are white and own enterprises because they are not being given the 
economical uplift to do so.  
1.3 Research Question 
The research question is focused on finding out the positive or negative relationship 
between BEE and SMMEs and therefore the question would be:  Is BEE as a policy 
advancing the establishment and survival of SMMEs in South Africa? 
1.4 Research aims and objectives 
The objectives and aims of the above mentioned research problem and overall research 
is mainly: 
1. To evaluate BEE as a policy and to measure the effects and impacts it has on 
small business enterprises. Mainly focusing on which elements of the 
Department of Trade and industry’s (DTI) BEE scorecard SMMEs are required to 
implement with and which elements are disadvantageous to their growth thus 
showing the areas where the policy would pose as a problem for SMMEs. 
The seven elements of the scorecard are: 
 Ownership 
 Management 
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 Employment Equity 
 Skills Development 
 Preferential Procurement 
 Enterprise Development 
 Socio-Economic Development 
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CHAPTER 2 
Literature Review 
2.1 Is the BEE Policy a good concept for small and medium enterprise? 
 
Broad Based Black Economic Empowerment is an ideology which stems from the 
imbalances of the past. An affirmative action plan meant to provide black business with 
the added advantage of having a piece of contribution in the economic cake. The basis 
of the question above is to highlight whether Broad Based Black Economic 
Empowerment is aiding small and medium enterprise have a stake in the building of the 
economy and also whether small and medium enterprises are being given a fair share 
of the market possibilities or is it the ideology mainly being shared more towards the 
bigger corporations because of their size and ability to contribute higher returns for the 
country and economy as a whole. 
Small and Medium Enterprise makes up a very huge returns to the economy because 
many small and medium enterprises do not have the capital to compete on a level 
shared by big business. Further more, small and medium enterprises employ the larger 
number of the unskilled to semi-skilled people of South Africa which the industry mainly 
thrives on. 
In South Africa the bulk of the nation is found in the semi skilled region, especially with 
the not so long ago abolished apartheid regime, where the people of the black race 
were discriminated against. Due to this, the number of semi skilled labour that this 
country can offer is of unprecedented proportion and thus providing a platform onto 
which small and medium enterprise can thrive. Because no one literary document has 
been published tackling the topic at hand, the literature review will therefore put together 
information that has been gathered on both views and deduce a pieced up version that 
will best bring both aspects into one. Some of the literary works that could be used and, 
have been penned down in connection with BEE and Small and Medium Enterprises 
(SMME’s). The literature review will visit the BEE Act of 2004, the BEE strategy and the 
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score card, some articles that have been written about BEE and also articles that have 
been published in light of  SMMEs and how they gain from this ideology and the 
advantages that it has for SMMEs. 
2.2 BEE ACT 2004 
 
THE BEE ACT OF 2004 was tabled and signed by the then President Nelson Mandela. 
The Act came at a time when South Africa was regaining hope and courage after 
decades of apartheid which saw the discriminatory treatment of black people. Where 
“black” referred to Blacks, Coloureds, and Indians and BEE was the ideology that was 
brought out to provide them with hope and make them see that a new South Africa has 
been forged and the future can now seem brighter. Below is a small excerpt from THE 
BEE ACT 2004 s. 1(9). which outlines the definitions of black and what exactly BEE 
stands for and its purpose. (www.dti.org ) 
 In this Act, unless the context indicates otherwise— 
"black people" is a generic term which means Africans, Coloureds and Indians;(and 
although Chinese are categorized as blacks also, the ACT does not include that in the 
definition). 
"broad-based black economic empowerment" means the economic empowerment 
of all black people including women, workers, youth, people with disabilities and people 
living in rural areas through diverse but integrated socio-economic strategies that 
include, but are not limited to— 
(a) increasing the number of black people that manage, own and control enterprises 
and productive assets; 
(b) facilitating ownership and management of enterprises and productive assets by 
communities, workers, cooperatives and other collective enterprises; 
(c) human resource and skills development; 
(d) achieving equitable representation in all occupational categories and levels in the 
workforce; 
(e) preferential procurement; and 
(f) investment in enterprises that are owned or managed by black people; 
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The objectives of the Act are to facilitate broad-based black economic empowerment 
by— 
(a) promoting economic transformation in order to enable meaningful participation of 
black people in the economy; 
(b) achieving a substantial change in the racial composition of ownership and 
management structures and in the skilled occupations of existing and new enterprises; 
(c) increasing the extent to which communities, workers, cooperatives and other 
collective enterprises own and manage existing and new enterprises and increasing 
their access to economic activities, infrastructure and skills training; 
(d) increasing the extent to which black women own and manage existing and new 
enterprises, and increasing their access to economic activities, infrastructure and skills 
training; 
(e) promoting investment programmes that lead to broad-based and meaningful 
participation in the economy by black people in order to achieve sustainable 
development and general prosperity; 
(f) empowering rural and local communities by enabling access to economic activities, 
land, infrastructure, ownership and skills; and 
(g) promoting access to finance for black economic empowerment. 
The Act is the precautionary measuring tool to the conduct of business as pertaining to 
affirmative action which in this case is BEE. 
2.3 BEE strategy 
 
The BEE strategy is a principle guideline to the implementation of BEE as an ideology, 
the strategy (2005) stipulates that it commits GPG to 
1. The implementation of Preferential Procurement practices that align purchasing to 
BEE imperatives in a consistent manner across Gauteng Provincial Government (GPG), 
centrally administer sourcing and support mechanisms and increase scale of 
implementation in GPG. 
2. The design of a coordinated framework within which GPG will support SMME 
development in the province, particularly in relation to its own procurement activities and 
through the recently established Gauteng Enterprise Propeller (GEP). 
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3. The identification of local economic development priorities in partnership with local 
authorities which generate economic activity through investment, SMME development 
infrastructure and the targeting of education, health and housing in under resourced 
areas. 
4 The promotion of partnerships with business in the priority sectors in the province to 
achieve BEE objectives, especially in skills development, SMME support and targeted 
investment. 
5 Greater integration of BEE and SMME imperatives in GPG’s economic development 
strategies and specifically its sector growth plans.  
6 The alignment of GPG policy and legislation in, PPPs, licensing of gaming related 
activities, restructuring of state assets with BEE and other socio economic objectives. 
7 Substantial improvements to GPG’s reporting and monitoring framework to ensure 
alignment and consistency in reporting and to enable measurement of performance and 
ultimately impact of GPG activities. 
8 The design of a more comprehensive skills development programme for GPG 
employees. 
9 The mainstreaming of policies on women, youth and people with disabilities, with BEE 
and SMME development initiatives. 
The strategy was also formulated to integrate departmental initiatives into a province-
wide framework as well as providing a minimum set of standards that should be 
observed and also provide for monitoring and reporting. 
Within the strategy, there is also the explanation as to how businesses are considered 
for BEE compliancy and what criterion they fall under with a brief view of the score card 
which determines the level at which a business is clustered in consideration with 
compliance. 
2.4 SMMEs 
 
Small and medium enterprises like the name suggests are companies that have 
revenues that do not exceed a certain limit. These are companies whose labour capital 
constitutes of mainly semi skilled labour. In South Africa, small and medium enterprises 
contribute a significant amount to the economy from poverty alleviation to providing 
employment to many who do not have the required skill and general upliftment of living 
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standards. South Africa has a hugely entrepreneurial culture and the mindset of most 
South Africans is entrepreneurial  “it's called a creative economy”. There are many 
business opportunities that suit small businesses and much of the country's gross 
domestic product is generated by SMMEs, (www.wikipedia.com) 
 The National Small Businesses Act of 1996 gives an in-depth definition to SMMEs 
where it outlines SMMEs as: 
Survivalist enterprises: under this category, the income generated is less than the 
minimum income standard or the poverty line. Survivalist enterprises are considered 
pre-entrepreneurial, and include hawkers, vendors and subsistence farmers; in practice, 
survivalist enterprises are often categorized as part of the micro-enterprise sector. 
Micro enterprises: the turnover under this category is less than the VAT registration 
limit; these enterprises are not usually formally registered. They include, for example, 
spaza shops, minibus taxis and household industries. They employ no more than five 
people. 
Very small enterprises: these are enterprises employing fewer than 10 paid employees, 
except in the mining, electricity, manufacturing and construction sectors, where the 
figure is 20 employees. These enterprises operate in the formal market and have some 
access to technology. 
Small enterprises: the upper limit in this category is 50 employees. Small enterprises 
are generally more established than very small enterprises and exhibit more complex 
business practices. 
Medium enterprises: enterprises with a maximum of 100 employees, or 200 for the 
mining, electricity, manufacturing and construction sectors. These enterprises are often 
characterized by an additional management layer. 
It is clear that the SMME term is used to identify the broad range of small and medium 
enterprises while the SME term excludes the survivalist, very small and micro 
enterprises. 
Below is a table that illustrates the definition of SMME according to the National Small 
Business Act 2006 
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Table 1.1(SMME definition according to National Small Business Act 
1996) 
Enterprise  Survivalist  Micro  Very Small   Small   Medium  
   Depending on industry size  
Number of 
employees  
Fewer than 
5  
Fewer than 
5  
Fewer than 
20  
Fewer than 
50  
Fewer 
than200  
Annual 
turnover  
Less than 
minimum 
income 
standard or 
the poverty 
line  
Less than 
R150 000  
Less than 
R500 000  
Less than 
R25 million  
Less than 
R50 million  
Gross 
assets, 
excluding 
fixed 
property  
Less than 
R100 000  
Less than 
R100 000  
Less than 
R500 000  
Less than 
R4,5 million  
Less than 
R18 million  
Source: National Business Act 1996 
 
 
Due to the racial disparity of the apartheid regime where blacks were not allowed to own 
or run businesses the sector still has an untapped potential for contributing to economic 
growth, job creation and social transformation. The following data will be used to 
illustrate this point: 
 According to the Registrar of Companies 1990-2000 statistics, Small and 
Medium enterprises represent 97.5% of the number of registered businesses in 
SA, employ 55% of the country’s labour and generate approximately 42% of total 
remuneration. Meanwhile, only 44% of people in the private sector were 
employed by SMMEs in 1995. This number rose to 52% in 2000 and 68% in 
2002 (Financial Mail, Johannesburg, 15 May 2004). 
 Small and Medium enterprises are numerically most prevalent in agriculture, 
retail trade, manufacturing, and community, social and personal services. The 
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construction sector is the sixth-largest field of activity for them (Development 
Bank of Southern Africa, 2005). 
 In terms of spatial presence, the geographical distribution of Small and Medium 
enterprises is in line with the national distribution of GDP. The larger the GDP of 
a province, the higher the number of SMEs. This supports the notion that Small 
and Medium enterprises do require collective efficiency, external economies and 
the benefit of economic agglomeration (Development Bank of Southern Africa, 
2005). 
 In terms of racial composition, SMEs are largely white-owned, while micro and 
survivalist enterprises are mainly black-owned. Although Previously 
Disadvantaged Individuals (PDI) now start many enterprises, most of these 
enterprises are survivalist. According to Ntsika’s 2001 data, blacks set up 88% of 
all new micro-enterprises and 63% of all survivalist enterprises (Mail and 
Guardian, Johannesburg, 11 September 2003). 
 Family businesses and close entities comprise over 84% of all registered 
businesses in South Africa and are the engine of the economy. Of the estimated 
1.1 million registered family businesses, 330,000 are economically active 
companies (including Close Corporations) and 870,000 are economically active 
individuals (sole proprietors and partnerships) (Balshaw, 2004). 
 Out of a total of 906,700 firms operating in South Africa, only 6,000 are large 
enterprises, or 0.7%. The remainder is made up of SMMEs, including survivalist 
and micro enterprises (Sanchez, 2005). 
 
2.5 Articles 
In the Opening Address By President Jacob Zuma to the Inaugural Meeting of the 
President's Broad-Based Black Economic Empowerment Council which was read on his 
behalf by the Deputy President Kgalema Motlanthe (2010), the president called upon 
the newly formed council (which was considered as a requirement to advising the 
government on BEE, review progress in achieving BEE and also advice on the 
development, amendment or replacement of the strategy on BEE) to provide 
government with measures it should take to promote economic transformation in order 
to enable meaningful participation of black people in the economy. He also called on the 
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council to come up with strategies of empowering rural and local communities by 
enabling access to economic activities, land, infrastructure, ownership and skills. 
The President emphasized that with 4 years left before the country reaches the 20 year 
milestone of democracy, it was imperative that the council comes up with strategies it 
needs to implement to ensure that the vast majority of the people of the country become 
productive participants in the economic life of the country.  
In the article “small fry join the BEE scramble” 2010, Nikki Kearnes, director of business 
banking at Standard Bank said that there was a natural tendency among SMMEs to 
increase their BEE involvement. Furthermore BEE is seen as an inherent part of doing 
business in South Africa and there is little resistance, and because most South Africans 
have a entrepreneurial mind set, the growth of small business in the country is 
increasing and with this, the biggest contributor to the economy is small business. 
That being said, there is also the notion that BEE being a medium of growth among 
businesses, there are a select white people who are leaving their corporate arena to 
delve into entrepreneurial ventures and those who do have the added advantage of 
capital from the family background rendering them of an added advantage that their 
black counterparts while their business growth mindset gives them the competitive 
advantage as opposed to the black entrepreneur whose mindset is focused on personal 
spending and expensive lifestyles rendering their businesses somewhat stagnant just to 
meet the sustainability to spend (Terblanche 2007) 
2.6 Conclusion 
From the above brief overview of BEE and with regards to SMMEs, it is clear that 
SMMEs are growing and are contributing more and more to the economic sector and to 
South Africa as a whole. This shows that a literal observation and study into this aspect 
is necessary so as to be able to provide better statistics and theory into the matter of 
BEE and SMMEs. 
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CHAPTER 3 
Research Methodology 
 
A research design is a plan for selecting the sources and types of information used to 
answer research questions, of which the results provide a framework for assessing 
results and presenting relationships between the variables being considered (Penman, 
2006). A research design is a master plan that specifies methods and procedures for 
collecting and analyzing the needed information. It is a framework or blueprint that plans 
the action for the research (Zikmund, 2003).  
In order to conduct research systematically, appropriate methods to collect and analyze 
data needs to be used to ensure that a reliable outcome is achieved thus a research 
problem referred to a specific problem has to be addressed and a general issue has to 
be explored and analyzed (Collis and Hussey, 2003). 
The data collection method for this study used secondary data in the form of books 
published and unpublished papers, the internet, publications, academic journals and 
other publications mainly focusing on the BEE score card to point out the necessary 
requirements for SMMEs to be compliant and find out whether the provisions set out 
would be applicable to SMMEs or are they difficult to meet. 
Although there were not as many publications and secondary data to used to compute 
the research as earlier hoped, the information that was found on the relevant search 
was used and deductions and assumptions were used so as to compile a more 
comprehensive analysis of the works sited and used for this research report. 
This being a non experimental quantitative research, there was no sample to be used in 
this study because the research looks at using works that have already been produced 
and so this sources will instead be used to compute the relevant and necessary 
information to answer the research questions and test the hypothesis whether true or 
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false by mainly looking at the limitations that are set out by the BEE Act 2004 which 
quantifies SMMEs with a turnover of between 5 million and 35 million as Qualifying 
Small Enterprises and in the case of this study will mainly focus on SMMEs turnover 
information and their requirements as set out in the BEE ACT 2004. 
The prevalence of Small and Medium enterprises is mainly situated among the 
agriculture, retail trade, manufacturing and community, social and personal services 
with the construction sector being the sixth-largest field of activity (Development Bank of 
Southern Africa, 2005). While according to the Registrar of Companies 1990-2000 
statistics, Small Medium enterprises represent 97.5% of the number of registered 
business in SA, employ 55% of the country’s labour and contribute approximately 48% 
of total remuneration Financial Mail, Johannesburg, 15 May 2004). 
President Mbeki made particular reference to the importance of the small business 
sector for South Africa and its inevitable link with growth and the transformation process 
in the country in his State of the Nation address where he also noted that the 
Accelerated and Shared Growth Initiative of South Africa (ASGISA) is to fast track 
economic development and confirmed the need to expand the SME sector, paying 
particular attention to the development of women and youth and Broad Based Black 
Economic Empowerment (Mbeki, 2006). 
The Codes of Good Practice are an integral guideline to the ways in which SMMEs are 
to fair in the broader business sphere and so it becomes very important to look at the 
framework set forth by the Codes of Good Practice. Specifically it is imperative to 
understand the Codes of Good Practice for QSE’s for it is here that SMMEs fall under 
when it comes to the interpretation of BEE. 
As stated above in previous chapters, a QSE is an enterprise with and annual turnover 
of between R5million and R35million and so the following analysis and explanation of 
the QSE Codes of Good Practice will serve only to look at those enterprises that meet 
the requirements through their turnover only. 
Below will be a series of tables adopted from the BEE score card with regard to QSE’s 
and these tables will be used to highlight the necessary requirements for compliance of 
QSE where a majority of SMMEs fall under. 
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The score card being the integral part of the BEE policy which determines the BEE 
contribution of an enterprise it helps compute the number of points an enterprise has 
attained in its ability to be compliant. Furthermore the score card in this regard has been 
adopted so as to show the necessary provisions and whether they are able to help 
SMMEs grow and also find out whether becoming BEE compliant is an advantage for 
the enterprise or is it to the detriment of the enterprise especially when looking at an 
enterprise that is starting up. 
3.1 Ownership 
 Table 2.1: Indicators and methods for calculating ownership score (DTI, 
BEEE Codes of Good Practice, statement 801, 2007) 
                      Indicators Weighting Target 
Voting 
Rights 
Exercising Voting Rights in the Enterprise in the 
hands of black people 
6 25%+1 
vote 
Economic 
Interest 
Economic Interest of black people in the 
enterprise 
9 25% 
Realization 
Points 
Ownership fulfillment 1  
Net Value 7  
Bonus 
Points 
Involvement in the Ownership of Enterprise by 
Black women 
2 10% 
Involvement in ownership of the Enterprise by 
black participants in Employee Ownership 
Schemes. Co-operatives or Broad-Based 
Ownership Schemes 
1 10% 
 
According to the QSE score card, an enterprise will receive points for participation by 
specifically black people in its rights of ownership if the enterprise is using the QSE 
ownership scorecard and furthermore black people may hold ownership rights in a 
measured enterprise as direct participants or participation through a business such as: 
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 a company with  shares 
 a close corporation 
 a co-operative 
 any form of juristic person recognized under South African law 
 a partnership or other association of natural persons 
 an Employee Share Ownership Scheme 
 a Broad-Based Ownership Scheme and 
 a trust 
As for ownership fulfillment, this occurs if all black participants in a measured entity are 
released from all third party rights and if they have never been subject to third party 
rights in the first place. As for the 7 points awarded for Net Value it is important as no 
Ownership Fulfillment point will be awarded without the full 7 points from Net Value 
(http://www.dti.gov.za).  
Bonus points are also awarded to enterprises that have 25% black interest and out of 
that 25%, 10% are women then the enterprise will be awarded 2 bonus points while only 
1 bonus point will be awarded if out of that 25%, 10% is black participants in Employee 
Share Ownership Schemes, Co-operatives or Broad Based Ownership Schemes. 
Although a QSE can also benefit from the statements set out in the Code series 100 
and so when choosing to benefit from these statements then the provisions of these 
statements apply to the QSE and the QSE score card will still apply to QSE’s even if 
they benefit from the Code series 100 but this then means that any calculation or 
interpretation of a QSE scorecard must be made in accordance with statement 100 
(http://www.dti.gov.za/). 
Finally there is the flow through principle, which is defined as the rights of ownership in 
any entity must eventually end up in the hands of black natural people. The flow through 
principle tracks natural ownership through multiple tiers such as Black Based 
Ownership Schemes, Employee Share Ownership Schemes and Trusts 
(http://www.caird.co.za/).  
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3.2 Management control 
Table 2.2: Indicators and methods for calculating management control 
score (DTI, BEEE Codes of Good Practice, statement 802, 2007) 
               Criteria Weighting 
points 
Compliance Target 
Black representation at Top-Management level 25 50.1% 
Bonus Points: Black women representation at 
Top-Management 
2 
 
25% 
 
 
The points are awarded as a result of how an entity/enterprise meets the target for 
participation of black people and black women at Top-Management level. 
There has to be a distinguishing factor between Senior Top-Management and Top-
Management. Senior Top-Management positions include chief executive officer, the 
chief operating officer, the chief financial officer and any other persons holding such 
positions. Top-Management positions include chief information officer and heads of 
various departments and any other persons holding such positions. Bonus points are 
awarded for participation of black women at Top-Management level 
(http://www.dti.gov.za).  
3.3 Employment Equity 
Table 2.3: Indicators and methods for calculating employment equity 
score (DTI, BEEE Codes of Good Practice, statement 803, 2007) 
Criteria 
 
Weighting points 
 
Compliance Targets 
Years 0-5 Years 6-10 
Black employees of the Measured Entity who are 
Management as a percentage of all Management adjusted 
using the Adjusted Recognition for Gender 
15  
 
40% 60% 
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Black employees of the Measured Entity as a percentage 
of all employees adjusted using the Adjusted Recognition 
for Gender 
10 60% 70% 
Bonus point for meeting or exceeding the EAP targets in 
each category 
2   
  
 
Enterprises must use the data that is filed under the Employment Equity Act in 
calculating its score under the employment equity scorecard meaning that no enterprise 
shall be awarded points under the Employment Equity Scorecard unless the required 
sub-minimum of 40% of each of the targets set out on the Employment Scorecard in 
respect of both the five year periods. As a requirement, bonus points will only be given 
at any level, if only the entity meets or exceeds the EAP targets. Black women 
employees in each measurement category qualify for enhanced recognition using the 
Adjusted recognition for Gender which is calculated as follows: 
A=
 
 
+C 
 C is limited to a maximum of 50% of the target 
Where: A is the Adjusted Recognition for Gender 
  B is the percentage of employees in the measurement category that are black 
people 
  C is the percentage of employees in the measurement category that are black 
women 
(http://www.dti.gov.za)  
 
3.4 Skills Development 
Table 2.4: Indicators and methods for calculating skills development 
score (DTI, BEEE Codes of Good Practice, statement 804, 2007) 
Element Weighting points Compliance target 
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Adjusted skills development spend on learning programmes 
for black employees as a percentage of leviable amount 
25 2% 
Any Skills Development spend by a Measured enterprise and is an ABET programme 
then it is recognizable at a multiple of 1.25 to the actual value of such Skills 
Development spend. Skills Development includes any expenses spend for learning 
programmes offered by a measured enterprise to its employees which has to be 
evidenced by an invoice or internal accounting record and this expenses include costs 
of training materials, costs of trainers including opportunity cost of internal trainers, 
costs of training facilities inclusive of catering, scholarships and bursaries, course fees, 
accommodation and travel and administration costs. No part or portion of salary or 
wage paid to an employee participating as a learner in any learning program constitutes 
Skills Development spend (http://www.dti.gov.za).  
3.5 Preferential Procurement 
Table 2.5: Indicators and methods for calculating preferential 
procurement score (DTI, BEEE Codes of Good Practice, statement 805, 
2007) 
Criteria Weighting Points Compliance Targets 
Years 0-5 Years 6-10 
BEE Procurement spend from all suppliers 
based on the BEE Procurement Recognition 
Levels as  percentage of Total Measured 
Procurement spend 
25 40% 50% 
 
Preferential procurement is an integral instrument in the drive for BEE because it 
provides black enterprises with the ability to increase and expand on output. All 
procurement of goods and services by an enterprise other than that which is excluded in 
the statement above is measurable in calculating total measured Procurement spend of 
the enterprise. 
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Where an enterprise can show that it procures goods and services from a supplier that 
also is a recipient of enterprise development contributions from the measured enterprise 
under Code series 600, the BEE procurement spend attributable to that supplier 
multiplied by a factor of 1.2 is recognizable and a value-adding supplier, the BEE 
Procurement spend attributable to that supplier multiplied by a factor of 1.25 is 
recognizable and measured enterprises are expected to pursue compliance with this 
statement in respect of all areas of procurement (http://www.dti.gov.za).  
 
3.6 Enterprise development 
Table 2.6: Indicators and methods for calculating enterprise 
development score (DTI, BEEE Codes of Good Practice, statement 806, 
2007) 
Criteria Weighing points Compliance 
target 
Average annual value of all Qualifying contributions made by the 
measured entity as a percentage of the target 
25 2% of NPAT 
 
Economic development can be the involvement of investment in black-owned and 
black-empowered enterprises, or joint ventures with black-owned and black-empowered 
enterprises that result in significant skills transfer.  
The score is calculated in terms of contribution towards enterprise development 
activities where these contributions are aimed at facilitating the sustainable growth or 
establishment of new black-owned enterprises. The goal here is that a measured 
enterprise spends 2% of their Net Profit After Tax (NPAT) on enterprise development 
activities. The recognition of Enterprise Development contributions must be determined 
in accordance with statement 600 (http://www.dti.gov.za).  
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3.7 Socio-Economic Development (SED) 
Table 2.7: Indicators and methods for calculating socio-economic 
development score (DTI, BEEE Codes of Good Practice, statement 807, 
2007) 
Criteria Weighting points Compliance Target 
Average annual value of all Socio-Economic Development 
contributions and Approved Socio-Economic 
Development contributions made by the Measured Entity 
as a percentage of the target 
25 1% of NPAT 
 
Measured enterprises receive recognition for any Qualifying Contributions that are 
quantifiable as a monetary value using a standard valuation method and the qualifying 
contributions are recognizable from the commencement date of the statement, or an 
earlier date chosen by the Measured Entity until the date of measurement. No part of 
the value of any qualifying contribution that is payable to the beneficiary after the date of 
measurement can form part of any calculation under this statement and any payments 
made by the measured enterprise to third parties to perform social development on the 
measured enterprise’s behalf may constitute a SED contribution and contributions must 
be determined in accordance with code 700 (http://www.dti.gov.za).  
The above makes it easier for QSE’s because this means that QSE’s can choose to be 
measured on five of the seven elements which makes it easier for these enterprises but 
it is necessary to note that with such provisions it makes it easier for QSE’s that are 
white owned to also compete on the same level as black owned firms because this 
means that if a white owned firm opts out of using the ownership code or management 
code thus not having to necessarily bring in a black partner or even black managers 
means they can concentrate on scoring on the remaining five elements, makes it a 
disadvantage on the black owned firms who were not allowed on the scene prior to 
1994 and today battle to obtain finance and skills to run a business. 
However to counter this, the ownership code specifies that businesses that are over 
50% black owned will be able to shift their BEE status up a level. There was question of 
also those firms/enterprises that did not meet the criterion of QSE because of exceeding 
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the required number of employees thus meaning that they would have to sell of 
percentage of their company to a BEE firm but with the tabling of the QSE scorecard 
such problems were dealt with  
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CHAPTER 4  
Findings and Results 
 
This chapter looks at the information obtained in the previous chapter and tries to use 
that information to expound on the guidelines outlined in the score card while still 
staying within the bounds of the theoretical aspect of the policy and to explain the 
requirements and how they should be implemented by QSEs so as to be able to attain 
BEE compliancy and consequently find out whether the information gathered is able to 
answer the research question. 
4.1 Statement 801, Ownership 
As previously mentioned, beginning with the statement that deals with ownership score, 
as stipulated by the statement 801, 2007, points are awarded for participation by 
specifically black people in the rights of ownership of an enterprise. This means mainly 
that ownership is centred more on aspects such as voters rights which is basically 
exercised at shareholder meetings, economic interest which is equated to the 
entitlement of black people to dividends, capital gains and other economic rights of 
shareholders and net value which looks at the accumulated net economic interest in the 
hands of the black shareholders, after deduction of monies owed by these black 
shareholders.  
The main purpose and need for the ownership statement in the scorecard is to afford 
black people, and groups (i.e. women and disabled) recognition of ownership in an 
enterprise through their shareholder advantages. As for the flow through principle and 
modified flow through principle, these deal with the tracing of ownership through the 
chains of ownership up until the black natural person and although the flow through 
principle one deals with looking at the funding structures, the other looks at the 
participation of non-BEE funders at one tier of ownership with an enterprise being 
entitled to apply the modified flow through principle at any tier of ownership, it is limited 
to one row (http://www.dti.gov.za/bee/Interpretativeguide28june07.pdf) 
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4.2 Statement 802 General recognition of management control 
In this statement 802 on general recognition of management control, it mainly looks at 
top management with emphasis being given on the definition of top management, 
where top management is defined in this case as those employees of an enterprise who 
serve on the board, undertake day to day management , have overall responsibility for 
the overall financial management and are actively involved in developing and 
implementing the overall strategy of the measured entity and should only be understood 
to include black people at a top management level without regard to their ownership 
status in the QSE and this would also include senior management 
(http://www.dti.gov.za/bee/Interpretativeguide28june07.pdf). 
4.3 Statement 803 Employment Equity 
The employment equity statement mainly looks at the representation of black people in 
the management level of an enterprise who do not necessarily have to have ownership 
but undertake a day to day management of the enterprise while the representation of 
the employee package not necessarily looks at those who are black employees at 
management level but merely looking at the black employees in the enterprise as a 
whole, is also considered a basis to award points to the measured enterprise. This in 
turn makes compliance easier to achieve. 
4.4 Statement 804 Skills Development 
The skills development statement mainly seeks to focus on the initiative taken by 
enterprises especially on learning outcomes and although the learning outcomes benefit 
an enterprise, a learning programme matrix is used so as to measure time spent on 
learning programmes which would lead to enhanced job understanding or improved 
performance, but an enterprise will obtain recognition for in-service training programmes 
provided that they meet the definition of an In-service training programme. Under the 
learning programme matrix, expenditure on training that has a legitimate non-exhaustive 
list is included. 
Below is a table showing the various stipends set as acceptable for skills development. 
Table 3.1: Guidelines for Skills Development 
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Cat  
Narrative Description  Delivery Mode  Learning Site  
Learning 
Achievement  
A  Institution-based theoretical 
instruction alone – formally 
assessed by the institution  
Institutional 
instruction  
Institutions such 
as universities 
and colleges, 
schools, ABET 
providers  
Recognised 
theoretical 
knowledge resulting 
in the achievement of 
a degree, diploma or 
certificate issued by 
an accredited or 
registered formal 
institution of learning  
B  Institution-based theoretical 
instruction as well as some 
practical learning with an 
employer or in a simulated work 
environment – formally assessed 
through the institution  
Mixed mode 
delivery with 
institutional 
instruction as well 
as supervised 
learning in an 
appropriate 
workplace or 
simulated work 
environment  
Institutions such 
as universities 
and colleges, 
schools, ABET 
providers and 
workplace  
Theoretical 
knowledge and 
workplace 
experience with set 
requirements 
resulting in the 
achievement of a 
degree, diploma or 
certificate issued by 
an accredited or 
registered formal 
institution of learning  
C  Recognized or registered 
structured experiential learning 
in the workplace that is required 
after the achievement of a 
qualification – formally assessed 
by a statutory occupational or 
professional body  
Structured learning 
in the workplace 
with mentoring or 
coaching  
Workplace  Occupational or 
professional 
knowledge and 
experience formally 
recognised through 
registration or 
licensing  
D  Occupationally-directed 
instructional and work-based 
learning programme that 
requires a formal contract – 
formally assessed by an 
accredited body  
Institutional 
instruction together 
with structured, 
supervised 
experiential 
learning in the 
workplace  
Institution and 
workplace  
Theoretical 
knowledge and 
workplace learning, 
resulting in the 
achievement of a 
South African 
Qualifications 
Authority registered 
qualification, a 
certificate or other 
similar occupational 
or professional 
qualification issued 
by an accredited or 
registered formal 
institution of learning  
E  Occupationally-directed 
instructional and work-based 
learning programme that does 
not require a formal contract – 
formally assessed by an 
accredited body  
Structured, 
supervised 
experiential 
learning in the 
workplace which 
may include some 
institutional 
instruction  
Workplace and 
some institutional 
as well as ABET 
providers  
Credits awarded for 
registered unit 
standards  
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F  Occupationally-directed informal 
instructional programmes  
Structured 
information sharing 
or direct instruction 
involving 
workshops, 
seminars and 
conferences and 
short courses  
Institutions, 
conferences and 
meetings  
Continuing 
professional 
development, 
attendance 
certificates and 
credits against 
registered unit 
standards (in some 
instances)  
G  Work-based informal 
programmes  
Informal training  Workplace  Increased 
understand of job or 
work context or 
improved 
performance  
Source: http://www.dti.gov.za/bee/Interpretativeguide28june07.pdf (accessed 20-10-
2010) 
It is basic to see that the overall requirement or output of skills development is mainly an 
increased understanding of the job and improved performance. 
4.5 Statement 805 Preferential Procurement 
Preferential procurement has got to be the most important statement in the whole BEE 
policy. The main purpose of preferential procurement is to allow enterprises to be able 
to increase their BEE score when they buy from businesses that have higher scores. 
This drives transformation through the economy because of the procurement that is 
carried out among BEE compliant enterprises. This basically translates that the higher 
the BEE score on the supplier enterprise, the higher the points the client enterprise will 
obtain.  
The fact that many enterprises in the past have equated BEE with mainly looking at 
ownership by black people without looking at the other elements, has led to ‘fronting’ 
which is basically where an enterprise makes black employees managers, and board 
members and even though they have no ‘say’ to the day to day functioning of the 
enterprise the enterprise attains BEE status because of the representation. 
Below is a list of some of the expenses that can be claimed under the Preferential 
Procurement spend 
 Financial services such as banking facilities and insurance 
 Offices and commercial space rent  
 Legal fees  
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 Travel expenses relating to business  
 Services and raw materials 
 Multinational corporations that operate in South Africa 
 Natural monopoly spending such as Telkom 
While the above are some of the expenses that can be claimed as Preferential 
Procurement, those that cant are such as  
 Salaries and wages 
 Using overseas companies for certain tasks because they are cheaper, while it 
could be done locally  
 Charges from other departments or suppliers from within the same group 
 Donations and Social Investment 
 Taxes 
As an advantage, a QSE can gain competitive advantage over its competitors by 
becoming BEE compliant because this then means that large businesses and 
companies have to spend 10% of their recognized procurement spend on QSE 
(Snyman, 2010). 
4.6 Statement 806 Enterprise Development 
Because not all QSEs have high turnovers, those that have more are better placed to 
help and mentor those that have lower turnover hence increasing on their enterprise 
development especially in an area where the challenges facing entrepreneurs are still 
very rife. Challenges such as the high failure rate among black-owned start ups due to 
lack of access to financial and educational experience, job creation cannot be ensured 
without growth in the small business sector. It is very important to note that enterprise 
development has to adhere to the principals of contributing to the development, 
sustainability and financial and operational independence of enterprise development 
beneficiaries. This is important because with development of an entity, it is paramount 
to ensure that it is possible to ensure sustainability and financial strength which can be 
able to withstand operational necessities. Below is a table defining the beneficiaries of 
enterprise development  
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Table 3.2: Beneficiaries of Enterprise Development Defined 
 
BENEFICIARY  DESCRIPTION OF BENEFICIARY  
Category A Beneficiaries (QSEs & EME’s that are 
50% black owned or 50% black women owned)  
 
 
• EMEs which are 50% black owned or 50% 
black women owned  
 
ENTERPRISE DEVELOPMENT –  
Category B (Any other entities)  
Any size entities which are:  
 
• 50% owned by black people or 50% owned 
by black women;  
 
• 25% owned by black people or 25% owned 
by black women with BEE status of a level One 
to Six  
 
SECTOR SPECIFIC -  
Sectors should use definitions of enterprise development 
beneficiaries  
Source: http://www.dti.gov.za/bee/Interpretativeguide28june07.pdf (Accessed 
20/10/2010) 
4.7 Statement 807 Social Economic Development 
This statement mainly encourages enterprises to come up with initiatives that would 
enhance the ability of black people who are non-participants in the economic 
mainstream to be included in participating in the economy in a sustainable manner. 
This is can be made possible by ways such as: 
 Provision of development capital for communities 
 Training or mentoring to beneficiary communities which will assist them to 
increase financial capacity 
 Offering preferential terms to beneficiary communities when purchasing their 
goods/service 
Basically socio economic development is to ensure that communities that have no 
initiative or incentive to participate in the growth of the economy, then the enterprises 
step in to help and ensure that the communities get to be enriched with various tools 
and skills that would aid them in bettering themselves and in turn contribute to the 
economy and like every other development venture, social economic development 
should ensure sustainability by its intended beneficiaries and discourage perpetual 
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dependence on hand-outs. Below is a table defining the beneficiaries of socio-
economic development. 
Table 3.3: Beneficiaries of Social Economic Development Defined 
 
BENEFICIARY  DESCRIPTION OF BENEFICIARY  
SOCIO-ECONOMIC DEVELOPMENT -  
Social development beneficiaries are either black 
individuals, or, as is more commonly the case, 
communities or groups of people. In the latter case the 
percentage of black people within the beneficiary group 
affects the amount of spend recognition in terms of the 
Codes:  
 
• where 75% of the beneficiary group is black, then the 
full value of contributions is recognizable  
 
• where less than 75% of the beneficiary group is black, 
then value of the contribution multiplied by the 
percentage benefiting black people  
 
APPROVED SOCIO-ECONOMIC 
DEVELOPMENT PROGRAMMES  
The beneficiaries of Approved Project Contributions 
must meet the definition of Socio-economic 
development beneficiaries  
Source: http://www.dti.gov.za/bee/Interpretativeguide28june07.pdf (Accessed 
20/10/2010) 
The above information outlines the various attributes and requirements that would befall 
a QSE when being measured as a BEE compliant enterprise, although QSEs are 
allowed to select 4 of the seven Codes that they want to be measured against. 
Looking back at the research question, the above findings show that a lot is considered 
when it comes to attaining BEE compliancy for QSE, but the big question that arises is 
whether with the guidelines and requirements, make it possible for survival of SMMEs 
under the category of QSEs?   
The BEE score card tries to simplify the functionality and also entry of SMMEs that 
want to be considered BEE compliant, and with the ability for SMMEs to be BEE 
compliant with just four of the seven codes, the recognition of entry and survival of 
SMMEs under BEE has tried to meet this enterprises needs but focus should be 
sighted on the most important codes that would ensure that SMMEs are able to 
contribute to the economy as per reason as to why they would be set up to begin with. 
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The most important four codes of BEE that any SMME would adopt would have to be 
focused on growth, development, contribution to society and financial sustainability if 
not gain, and from the score card, the codes that would meet this would be preferential, 
procurement, social economic development, enterprise development and skills 
development although the last one would depend on the enterprise and what the 
management would consider more important to the enterprise. 
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CHAPTER 5  
Conclusion and Recommendations 
Post Apartheid South Africa is an era that many would love to forget and a past that 
many would want to leave in the past and the economic status that South Africa enjoys 
now shows that the past is slowly being forgotten. Most of it could be attributed to the 
ability of an already well placed economical stand point during the apartheid era. Even 
though the generations that have been brought up in post apartheid South Africa do not 
realise the hurdles that the people before them have had to endure and jump through, it 
is imperative to realise that there is a certain place that the country is heading 
economically.  
Black Economic Empowerment is still trying to make its way into revitalizing the 
economy with major stakeholders from former minority groups and mainly black people. 
It is important to note that in business it is not the colour of skin that matters, but the 
agility and intuition that an individual has to carry out business. Today black and white 
owned businesses still suffer and struggle the same, some struggle to get a 
recognizable enterprise that has been able to meet the set requirements so as to obtain 
products and services from these enterprises.  
It is also important to note that enterprises do not necessarily meet enterprise 
development requirements because most enterprises are scared of supporting such 
initiatives and instead opt for the much simpler route of supporting CSI programmes 
which tend to be easier to identify and this decisions are possible because with the 
ability for QSEs and EMEs to choose whichever four codes they would like to be rated 
on, then it ensures that an enterprise is able to work hard at attaining the necessary 
points it requires from the codes it decides it would like to follow on. 
It is not easy to erase the past and expecting a whole government to do so will take time 
and not only time but hard work and dedication and by doing so at the same time trying 
to ascertain economic stability and upward growth without challenging anyone is not 
easy.  
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The ideology and concept of Black Economic Empowerment was formulated in 1994, 
and with sixteen years it is easy to assume that after going through all the mistakes and 
tackling all the serious problems it is possible to assure that it can be done right and 
suggest better mechanisms and ways to approach the policy. 
In many cases it is true, however it is always paramount to consider that there are two 
sides of a coin, yes there is the knowledge that has been gained in the sixteen years of 
pushing hard for the policy to be adopted all across the board and in many instances it 
has worked, but it is also important to realise that there are still places where there are 
loop holes with which the policy can be circumvented in the advantage of some of those 
who would prefer to stay ahead. 
When Black Economic Empowerment a policy was being formulated, at that time it was 
the best thing to do so as to ensure that those who were wronged could be rewarded by 
trying to ensure their sustainability for the longest period of time.  
Looking at the information that has been analysed above, it is necessary to note that the 
policy would require constant testing and refinement so as to be able to attain what it 
was meant to do. 
Black Economic Empowerment as a policy although an affirmative action ideology, was 
formulated by the need to change and make right what had gone terribly wrong. Sixteen 
years down the line it is possible to look at the information given above and conclude 
that although to QSEs there is not that much of a hurdle that they would have to go 
through, it is still not very clear on how it would aid QSEs in competing with large 
corporations on the economic front because the biggest problem with QSEs is the 
financial ability to stay afloat in the economy as a whole. 
 In the long term, although a lot of knowledge has been gathered that can be used to 
assess how the policy can be modified to make it sound, the short term period would 
imply that it would be easier and would be more beneficial to all those concerned if the 
policy were to be addressed and looked at from the angle of what it was formulated to 
do and not to dwell so much on following the strict letter of the law. 
The overall question would be whether from the information presented in the previous 
chapters, is BEE a policy that is advancing establishment and survival of SMMEs with 
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regard to the policy? The answer to that would be, looking at the information presented 
shows that BEE as a policy, has factored in the various requirements for SMMEs with 
regard to establishment, survival and growth although other factors that cannot be 
measured so as to quantify the actual success of the policy would suggest that the 
policy from the theoretical point fosters all the necessary avenues that would work in 
favour of growth and survival and even establishment of SMMEs.  
This is because unlike larger enterprises which have to follow a stricter criterion, 
SMMEs are given the choice to pick any of the four codes on the score card that would 
ensure their sustainability and growth, which in all aspects favours their very existence 
although with aspects such as fronting, this undermines the directives of what exactly 
the policy is trying to achieve in as much as trying to help SMMEs stay afloat in the 
business sector and in the contribution to growth of the economy. 
5.1 Recommendations 
 
Black Economic Empowerment is a policy that has put South Africa on the economic 
scene for a lengthy period and most people look at how its fairing with regard to big 
corporations. The bulk of South Africa’s economic contribution comes from Small and 
medium enterprises, because of the fact that professional skill is not a necessity in the 
small enterprise sector and so majority of the people especially those who do not have 
formal education tend to prefer this sector for employment, and so the success of the 
policy with regard to SMMEs is yet to be quantified because many can say that the 
policy has been beneficial to the country while others would say that it has only made 
the nation less competitive but to date neither argument can be substantiated with well 
researched, hard evidence. 
The proper way to establish this would be to have a proper study conducted that would 
establish the various implications that BEE has had on the economy over the past 
couple of years which would then allow for tangible evidence rather than assumptions 
made when discussion arise as to the success of BEE. Such a study would allow for a 
more scientific and less emotion-based evaluation of the success and impact of BEE on 
South African business and the broader economic environment. 
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With and assumption of a consensus being reached on whether the policy has been 
‘good’ or ‘bad’ for South Africa then what would follow is a decision on whether the 
policy has a future or not. 
The study has shown that with in depth analysis of BEE and especially focusing on the 
score card and the guidelines with regard to SMMEs, there is value to be had from 
being BEE compliant, but the more insightful realization would be to ask whether BEE is 
necessary to begin with and that is where a study as proposed above would be 
necessary to answer the question. 
The report has shown that the requirements of SMMEs to comply with BEE regulations 
are set in place to help them grow, but on the ground would it be that easy to implement 
the said requirements and follow them. A much bigger debate would be whether the 
policy is necessary because as it is the policy aims to uplift the black people of the 
country but one would look and wonder whether the country is only made up of black 
people.  
Apartheid took so much away from the black people but the problem is that the time 
difference between 1994 and the present pose many questions 
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